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VIRGINIAMN

BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANT: OXY USA, INC. AND
BUC AN PRODUCTION COMPANY

RELIEF SOUGHT: SUPPLEMENTAL ORDER TO

VGOB ORDER NOS. 1010-30
AND 92-1117-0292 FOR THE
POOLING OF INTERESTS IN

ethane Gas" or "Gas") January 11, 1991 and |

LEGAL DESCRIPTION: Page 311, and VGOB
92-1117-0292 Entered
January 26, 1993 and
Recorded in Book 403
at Page 652, Buchanan
County, Virginia) ’

DRILLING UN NUMBER X-9

(Hereafter "Subject Drilling Unit")

IN THE OAKWOOD COALBED GAS FIELD I
GLE, SOUTH GRUNDY
MAGISTERIAL DISTRICT, BUCHANAN COUNTY,
"Subject Lands" are more
particularly| described on Exhibit

"A", attach hereto and made a

part hereof)
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2. Appearances: Howard G. Salisbury and Mark A. Swartz, Kay,
Chaney, Love and Wise, nppeared for the Applicant; and Sandra B. Riggs, Assi

DRILLING UNIT NO. X-9 VIRGINIA

PURSUANT TO SECTION GAS AND OIL
45.1-361.22, (CODE OF BOARD

VIRGINIA, 1950 AS

AMENDED) FOR THE PRODUCTION DOCKET NO. ?
OF COALBED METHANE GAS VGOB 93-0420-0351
(herein collectively (Supplemental Order |l
referred to as “Coalbed to VGOB 1010-30 Entere

Recorded in Book 369 |at

Virginia COda, 195! as amended, the Board finds that it has jurisdiction ova
subject matter. Based upon the evidence presented by Applicant, the Board
finds that the Appliicant has (1) exercised due diligence in conducting an u
of its search of the reasonably available sources to determine the identit
whereabouts of potential owners, i.e., persons identified by Applicant as h
or claiming the rights to coalbed methane gas in all coal seams below the T
Seam (hereafter "Subject Formation") in Subject Drilling Unit underlyin
comprised of Subje¢t Lands, who were not named as Respondents in procee
conducted under VGOB Docket Nos. 1010-30 and VGOB 92-1117-0292; and (2) has
notice to all such parties so identified, (hereafter sometimes "perso
whether referring |to individuals, corporations, partnerships, associat
companies, businesses, trusts, joint ventures or other legal entities)
entitled by §§ 45.1+361.19 and 45.1-361.22, Virginia Code, 1950 as amended

applicant through its updated search who may be claimants of coalbed methan
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interests in Subje
of Subject Lands,

ct Formation, in Subject Drilling Unit underlying and co
who have not heretofore agreed to lease to the Operator

Drilling Unit. rther, the Board has caused notice of this hearing
published as required by § 45.1-361.19B, Virginia Code, 1950 as
Whereupon, the Bdard hereby finds that the notices given herein satisf

statutory requirements, Board rule requirements and the minimum standar

4. s: None.
8. s sals None.
6. Requested: Applicant requests (1) that pursuant to §§ ol=

361.22, including the applicable portions of § 45.1-361.21, Code of Vir
1950 as amended, e Board supplement its orders entered January 11, 1991,
VGOB Docket No. 1010-30 and January 26, 1993 under VGOB Docket No. 92-11]
to pool all the rights and interests in and to the Gas in Subject Drilling
including those of| the known and unknown persons named in Exhibit B hereto
those heretofore named in VGOB Docket Nos. 1010-30 and 92-1117-0292, and
known and unknown heirs, executors, administrators, devisees, trustees, a
and successors, both immediate and remote, for the drilling and oper
including production, of Coalbed Methane Gas, produced from the Subject Dr
Unit established for the Subject Formation underlying and comprised
Subject Lands, (hereafter sometimes collectively identified and referred
"well development land/or operation in the Subject Drilling Unit"), and (2
the Board redesignate Oxy USA, Inc. as Unit Operator.

0

ot

§

7 RE : anted: The requested relief in this cause be and her
granted: (1) Purs ant to Sections 45.1-361.21.C.3, Code of Virginia, 1
amended, Oxy USA, |Inc. (hereafter "Unit Operator") is redesignated as th
Operator authorized to drill and operate any well in the Subject Drilling
subject to the pern
of Virginia, 1950 ¢
dated May 18, 1990, to § 480-05-22.1 et seg., Gas and 0il Regulations an
480-05-22.2 et seqg}, Virginia Gas and 0il Board Regulations, all as amende

Subject Permitted Field and
Well Location = Well Classification

All coal Approximately Well CBMI X-9 Oakwood Coalbed OGCB 3490
seams below 80-acre square located in Gas Field I .
the Tiller drilling unit Unit X-9 for Coalbed 1010~
seam and See Exhibit Methane Gas Well and
associated A hereto VGOB
strata to 92-111 292
approximate ;

drilling depth
of 1,448 feet
For the Subject Drilling Unit
underlying and comprised of the Subject
Land referred to as:
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Unit Number X-9
Buchanan County, Virginia

Election and Election Period: Each person named in Exhibit B he

may elect one of the options set forth in Paragraph 9 below and must give wkikten

notice of his election of the option selected under Paragraph 9 herein to

designated Unit rator at the address shown below within thirty (30) dayg
the date this Order is recorded in the county above named. A timely nl-i
shall be deemed t¢o have been made if, on or before the last day of said 3
period, such electiing person has delivered his written election to the designg
Unit Operator at the address shown below or has duly postmarked and plac
written election in first class United States mail, postage prepaid, add
to the Unit Operator at the address shown below.

9.

9.1

2

Electj

Optiorn
Drilli

elect
Drilling Unit (hereafter "Participating Operator") by agreei
estimate of such Participating Operator’s proportionate
of the actual and reasonable costs, including a reasd

supervision fee, of the well development and operation in

Subjegt Drilling Unit, as more particularly set forth in Vi
Gas and 0il Board Regulation VR 480-05-22.2, Section 10 (
"Completed for Production Costs"). Further, a Particig
or agrees to pay the estimate of such Participating Opera
proportionate part of the Completed-for-Production Costs &
forth below to the Unit Operator within forty-five (45) day
the later of the date of mailing or the date of recording o
Order. The estimated Completed-for-Production Costs for the Su
Drilling Unit are as follows:

stimated Cost of Completion:
$ 231,170.00

cipating Operator’s proportionate cost hereunder shall
obtained by multiplying the Participating Oper
on of Interest"™ as set forth in the fourth column of E
es the Estimated Cost of Completion set forth

. however, that in the event a Participating Operator
icipate and fails or refuses to pay the estimate o
ionate part of the Estimated Cost of Completion Costs
ve, all within the time set forth herein and in the
bed in Paragraph 8 of this Order, then such Partici

lected compensation in lieu of participation pursua
Paragraph 9.2 herein.

- To Receive A Cash Bonus Consideration: In 1i

i by this Order [for purposes of this Order, net pro
shall |be actual proceeds received 1less post-production

Gas and gas condensate produced from any well develo]

1

4
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incurred downstream of the wellhead, including, but not limitg
gathering, compression, treating, transportation and mar
costs; whether performed by Unit Operator or a third persg
fair, |reasonable and equitable compensation to be paid to sa
or oil owner. The initial cash bonus shall become due and

when so elected and shall be tendered, paid or escrowed within| sfixty
(60) days of recording of this Order. Thereafter, annual [ash
bonuses, if any, shall become due and owing on each annivers of
the date of recording of this order in the event production [from
Subject Drilling Unit has not theretofore commenced, and onc-‘ ue,
shall be tendered, paid or escrowed within sixty (60) days o aid
anniversary date. Once the initial cash bonus and the annual pash
bonuses, if any, are so paid or escrowed, said payment(s) sh { be
satisfaction in full for the right, interests, and claims of puch
electing gas or oil owner in and to the Gas produced from S ect
Formation in the Subject Lands, except, however, for the 8th
royalties due hereunder. ;

The election made under this Paragraph 9.2, when so made, sh ﬁ be
satisflaction in full for all right, interests, and claims of Buch
electing person in any well development and operation covered hefreby
and such electing person shall be deemed to and hereby does i ase
and assign its right, interests, and claims in and to t Gas

Unit rator.

Option 3 - To Share In he Developmen And Operation As jon-

M pating Person On A A 2d Basls And O RecCe - onside r{ 1L0n
N gu_ O ash: 1In lieu of participating in tha developme

opera-ion of Subject Drilling Unit under Paragraph 9.1 above &
lieu of receiving a cash bonus consideration under Paragrap
above, any gas or oil owner named in Exhibit B hereto may ele
share |in the development and operation of Subject Drilling U
a carried basis (as a "Carried Well Operator"] so that
proportionate part of the Completed-for-Production Costs hes
allocable to such Carried Well Operator’s interest is c
against such Carried Well Operator’s share of production
Subject Drilling Unit. Such Carried Well Operator’s G
interests, and claims in and to the Gas in Subject Drilling C
shall be deemed and hereby are assigned to the Unit Operator
the proceeds from the sale of such Carried Well Operator‘’s sha
production from Subject Drilling Unit (exclusive of any ro al
excess| or overriding royalty, or other non-operating or non
bearing burden reserved in any lease, assignment therec
agreement relating thereto covering such interest) equals
hundred percent (300%) for a leased interest or two hundred pe
(200%) | for an unleased interest (whichever is applicable) of
Carried Well Operator’s share of the Completed-for-Production Cd
allocable to the interest of such Carried Well Operator. Wheh fthe
Unit Operator recoups and recovers from such Carried Well Operator’s
assigned interest the amounts provided for above, then, the assjigned
interest of such Carried Well Operator shall automatically revert
back to such Carried Well Operator, and from and after
reversion, such Carried Well Operator shall be treated as if it had
participated initially under Paragraph 9.1 above; and thereafter,
such participating person shall be charged with and shall pa is
proportionate part of all further costs of such well developmeént.

The election made under this Paragraph 9.3, when so made, shall| be
satisfaction in full for the right, interests, and claims of ch
electing person in any well development and operation covered h* by
and such electing person shall be deemed to have and hereby |dpes

4 |
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from Subject Formation in the Subject Drilling Unit to th
Operatior for the period of time during which its interest is c
as above provided prior to its reversion back to such el
persorn.

assign its right, interests, and claims in and to the Gas prcjtced

|
10. Fa e to Prope Elect: In the event a person fails to |e
within the time, in the manner and in accordance with the terms of this Qr
one of the alternatives set forth in Paragraph 9 above, then such person |s
be deemed to have|elected not to participate in the proposed developme
operation of Subjett Drilling Unit and shall be deemed, subject to a final
determination or ownership, to have elected to accept as satisfaction in fu
such person’s right, interests, and claims in and to the Gas the conside
provided in Paragraph 9.2 above for which its interest qualifies and sh
deemed to have leased and/or assigned his right, interests, and claims in
the Gas produced from Subject Formation in the Subject Drilling Unit to th
Operator. Persons |who fail to properly elect shall be deemed, subject to a
legal determination of ownership, to have accepted the compensation and te
forth herein at Paragraph 9.2 in satisfaction in full for the right, inte
and claims of such|person in and to the Gas produced from the Subject Fo
underlying Subject|Lands, except, however, for any royalties which would ome
due pursuant to Paragraph 9.2 hereof.

11. Defs : pating Person: In the event a person elec
participate under Paragraph 9.1, but fails or refuses to pay, to secur
payment or to make |an arrangement with the Unit Operator for the payment o
person’s proportionate part of the Allocable Completed-for-Production cos
set forth herein, all within the time and in the manner as prescribed in
Order, then such person shall be deemed to have withdrawn his electign
participate and shall be deemed to have elected to-accept as satisfaction i
for such person’s rjight, interest, and claims in and to the Gas the considerat
provided in Paragraph 9.2 above for which his interest qualifies depending
excess burdens attached to such interest. Whereupon, any such cash
consideration due as a result of such deemed election shall be tendered, pa
escrowed by Unit Opeprator within sixty (60) days after the last day on which
defaulting person under this Order should have paid his proportionate pa
such cost or should have made satisfactory arrangements for the payment the
When such cash bonus consideration is paid or escrowed, it shall be satisfa
in full for the right, interests, and claims of such person in and to th
underlying Subject |Drilling Unit in the Subject Lands covered hereby, ex

however, for any royalties which would become due pursuant to Paragrap
hereof.

12, Assignment o erest: In the event a person elects or fai
elect to do other than participate under Paragraph 9.1 above in the develo
and operation of the well in Subject Formations in Subject Drilling Unit,
such person shall he deemed to have and shall have assigned unto Unit Ope
such person‘s right, interests, and claims in and to said well, in Su
Formation in Subject Drilling Unit, and other share in production to which
person may be entitled by reason of any election or deemed election hereu

13. 3 Operato or Operator): OXY UsA, Inc., be and hereb
designated as Unit Dperator authorized to drill and operate any well in Subj
Formation in Subject Drilling Unit, all subject to the permit provi
contained in Section 45.1-361.27 et seq. , Code of Virginia, 1950 as amende '
480-05-22.1 et seg., Gas and Oil Regulations and §§ 480-05-22.2 et seqg., Vir
Gas and Oil Board Regulations, as amended from time to time, and all elect

required by this Order shall be communicated to Unit Operator in writing at] |
address shown belowj
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OXY USA INC.

P. O. Drawer Q

Richlands, VA 24641

Phone: (703) 964-9803

Fax: (703) 964-0381

Attn: Martin E. Wirth, Land Manager

14. =4
to commence opera-ions for the drilling of any well covered hereby within
hundred and sixty-five (365) days from the date of this Order and shall pro
the same with due diligence. If Unit Operator shall not have so commenced

this Order shall

gxpire at 12:00 P.M. on the date on which any well cove
this Order is perme

anently abandoned and plugged. However, in the event an

len: Unit Operator, in addition to the other
afforded heraunde-, shall have a lien and a right of set off on the m

Unit are chargeable against such person’s interest. Such liens and right d
off shall be separiable as to each separate person and shall remain liens
the Unit Operator
full amounts due

16.

any successor named by the Board to establish an interest-bearing escrow acc
(herein "the Escrow Account") to receive and account to the Board pursuant t
agreement for the escrowed funds hereafter described:

Tazewell National Bank
P. 0. Box 909

Tazewell, VA 24651
(herein "Escrow Agent")

16.1. Escrow| Provisions For Unknown or Unlocatable Persons: If

payment of bonus, royalty payment or other payment due and

ons: Unit Operator shall commence or :

>
rilling or operating any well covered hereby has been pai_+the

By thip Order, the Board instructs the Escrow Agent named hardﬂj or
oun

’

|its

under this Order cannot be made because the person entitled ther

cannot | be located or is unknown, then such cash bonus, ro

payment, or other payment shall not be commingled with any fun

the Unit Operator and shall, pursuant to Section 45.1-361.21.D,
inia, 1950 as amended, and said sums shall be deposit
rator into the Escrow Account, commencing within sixty
recording of this Order, and continuing thereafter
basis with each deposit to be made, by use of a r
approved by the Inspector, by a date which is no later
60) days after the last day of the month being re

r of the Board in accordance with § 45.1-361.21.D., Co
Virginia, 1950 as amended.
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17.3

17.4

17.5
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|
iscrow Provisions Fo 0 ng aimants: If any paymr}: of
bonus, royalty payment of other payment due and owing unde his
Order |cannot be made because the person entitled thereto can o be
made gertain due to conflicting claims of ownership and/or a deffect
or cloud on the title, then such cash bonus, royalty payme or
other |payment, together with Participating Operator’s Proportiohate
Costs |paid to Operator pursuant to Paragraph 9.1 hereof, if hny,
(1) shall not be commingled with any funds of the Unit Operato i and

(2) shall, pursuant to Virginia Code Sections 45.1-361.22.A.2,(45.1-
361.22.A.3 and 45.1-361.22.A.4, be deposited by the Opernto-‘ nto

the Escrow Account within sixty (60) days of recording of| |this
Order,/ and continuing thereafter on a monthly basis with| each
deposit to be made, by use of a report format approved by |the

Inspector, by a date which is no later than sixty (60) days j ter
the last day of the month being reported and/or for which funds|are
subject to deposit. Such funds shall be held for the exclusive|use
of, and sole benefit of, the person entitled thereto unti T uch
funds (can be paid to such person(s) or until the Escrow |Agent
relingquishes such funds as required by law or pursuant to Or-q of
the Board.

pecial Findings: The Board specifically and specially find-J

Applicant is a Virginia general partnership comprised of Appalachian
Operators, Inc., and Appalachian Methane, 1Inc., and is| duly
authoriized and qualified to transact business in the Commonwealth of
Virginia;

|
Based on the evidence presented by Applicant, OXY USA, Inc. assidned

all of|its interests in Buchanan County, Virginia in coalbed metHane
leases| and other interests to Applicant, which assignment| of
interepts was recorded in the public records of Buchanan Co ity,
Virginjia on or about March 20, 1992. At the time of the hearing in
the above-styled docket, Applicant claimed ownership of gas la-:fu,
coalbed methane gas leases, and/or coal leases representing| 97.2
percent of the oil and gas interest and 100 percent of the i-al
interest in Subject Drilling Unit, and applicant claims the righff to
explore for, develop and produce coalbed methane gas from coal pdams
below [the Tiller seam in Unit Number X-9 in Buchanan Copunty,
Virginia, which Subject Lands are more particularly described| in
Exhibit "a". |

Applicant has delegated to OXY USA Inc., authority to explore,
develop and maintain the properties and assets of Applicant nhow
owned lor hereafter acquired, which delegation is evidenced | by
resolution of the management committee of Applicant introduc A as
Exhibit J, and Applicant seeks the appointment of OXY USA Ing¢.| as
the coglbed methane gas well Unit Operator of Subject Drilling Unjit.
Furthexr, OXY USA Inc. has accepted Applicant’s delegation and has
agreed |to explore, develop and maintain the properties and assets of
Applicant, and has consented to serve as coalbed methane gas | wgll
Unit Operator for Subject Drilling Unit and to faithfully dischafge
the duties imposed upon it as Unit Operator by statute| and
regulatiion, all as evidenced by the consent introduced as Exhibjit|J.

— e

OXY USA Inc. is a Delaware corporation duly authorized to tra ﬂ et
businegs in the Commonwealth of Virginia and is an operator i he
Commonwealth of Virginia and has satisfied the Board’s requirements
for operations in Virginia;

Applicant has proposed the drilling of one well on the Suhﬂ ct
Drilling Unit to develop the pool in Subject Formations.

7
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17.6 The estimated total production from Subject Drilling Unit is 135 to
550 MMCF. The estimated amount of reserves from the Subject

Drilling Unit is 125 to 550 MMCF.

17.7 Respondents are listed on Exhibit "B". Set forth in Exhibit I'B

the name and last known address of each person identified

Methane Gas in Subject Formation in Subject Drilling Unit unde

and comprised of Subject Lands, but who were not heretofore name

a Respondent in proceedings for Docket Nos. VGOB 1010-30 a
1117-0292, but who have not, in writing, leased to the Op

and/ox voluntarily pooled their interests in Subject Drillin-‘;nit

for itts development which said interests represents 19.225 p
of the oil and gas interests and 0 percent of the coal intere
Subjegt Drilling Unit.

17.8 Appligant’s evidence established that the fair, reasonablp

equitable compensation to be paid to any person in lieu of the
to participate in any well covered hereby are those options pr
in Panagraph 9 above;

17.9 The Board has heretofore entered an Order pooling intereste
Subject Drilling Unit pursuant to its Oakwood Coalbed Gas F
Order,| OGCB No. 3-90 under VGOB Docket Nos. 1010-30 and 92
0292; however, the parties set forth in Exhibit B hereto were
parties to those proceedings; and

17.10 The relief requested and granted is just and reasonabl
supported by substantial evidence and will afford each person

and named in Exhibit B hereto the opportunity to recover or rece

without unnecessary expense, such person’s just and fair sharsg

the production from Subject Drilling Unit. The granting o
Application and relief requested therein will ensure to the €
possible the greatest ultimate recovery of coalbed methane
preven or assist in preventing the various types of
prohiblited by statute and protect or assist in protecting

correlative rights of all persons in the subject common sources
supply| in the Subject Lands. Therefore, the Board is enteripg

Order granting the relief herein set forth.

18. Ma ng Of Order And F ng Of A da : Applicant or its Att '

shall file an affidavit with the Secretary of the Board within sixty (60)
after the date of recording of this Order stating that a true and correct
of said Order was mailed within seven (7) days from the date of receipt of
Order to each person pooled by this Order whose address is known.

i19. Avails . Un Records: The Director shall provide all perspns
not subject to a 1e se with reasonable access to all records for Subject Drilliing
Unit which are submitted by the Unit Operator to said Director and/oxihis
Inspector(s).

20. on gion: Therefore, the requested relief and all term and
provisions set forth above be and hereby are granted and IT IS SO ORDERED. |

21, Effective Date: This Order shall be effective on the date 01|Lts

execution.
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DONE AND EXBCUTED this &8 day of , 1993, by a mafjdrity
o~ of the Virginia Gas and 0il Board.

airman, nny R. W. er

DONE AND PBR#QRMED this é& h day of %ﬂ!ﬁr . 1993, by #dnr
of this Board. C}

s Fu r

Principa) Executive To Staff
Virginid Gas and Oil Bodrd |
L
' |
;Q VIRGINIA ) ‘
1SE ) |
on this jﬁ'a/ day of ' FBS,
fore ime a notary public in and for Commonwealth of vVirgihia,
ampler, being duly sworn did depoge and say that he is Chaifman
' and 0il Board, that executed the same and was authgorized
r';;}r
. |
Notary Public |
es 7/31/94 ‘
S |
STATE OF VIRGINIA )
COUNTY OF WASHINGTON ) 7?\

Acknowledged on this 5 day of UNA—~ , 11493,
personally before a notary public in and for t Commonwealth of Virginia,
appeared Byron Th s Fulmer, being duly sworn did depose and say that he is

%'*h ipal Executive to the Staff of the Virginia Gas and 0il Board, thr he
ted t _same and was authorized do so.

Diane J. Dav
Notary Public

res 9/30/97 |
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Ffage 1
PARTIES RESPONDENT
EXHIBIT *8°
. Unit: _X-9
RESPONDENT(S) WHO HAVE NOT LEASED OR OTHERWISE CONTRACTED WITH IEJCANT
Mineral Net Acreage Undivided N
Owner _Within Unit_
Yoot B
Frank Howard, Heirs, devissees Oil & Gas 1.12 acs 1.4000%
Successors and/or assigns
Address Unkhown
2. James Tiller,| Helrs, devissees Oil & Gas 1.12 scs 1.4000%
Successors for assigng Coal
Address Unkhown

VIRGINIA. I
was this day presen
admitted to record
Deed Book No.{|

the Clerk’s Office of the Circuit Court of Buchanan County. The foregoi

instrument

c} in Ithe office aforesa.ld a.nd; toﬁzther with the cer%f%ate of acknow

ht annexed,




CLERK'S OFFICE CIRCUIT COURT
BUCHANAN COU ' VIRGINIA
and admit

rd,

i day o M@QLW
o o'cl M.
Recorded Daed Book PRGNS | | Qe
039 State Tax
213 County Tax
212 Transfer .
301 Recording A 0.00
038 State Tax
220 Local Tax

145 VSLF /.00
Total o2 - 00

Teste James M. Bevins, Jr., Cler
By \Ms £0) 5.

B




